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##444

Office of the Secretary of State
March Fong Eu

Executive Office
1230 J Street
Sacramento. California

(916) 445-6371
95814

June 3, 1988
TO:

All County Clerks/Registrars of Voters (88160)

Pursuant to Section 3523 of the Elections Code, I hereby certify
that on June 3, 1988 the certificates received from the County
Clerks or Registrars of Voters by the Secretary of State
established that the Initiative Statute, INSURANCE RATES AND
REGULATION, has been signed by the requisite number of qualified
electors needed to declare the petition sufficient. The
INSURANCE RATES AND REGULATION. INITIATIVE STATUTE. is therefore, qualified for the November 8, 1988 General Election.
INSURANCE RATES AND REGULATION. INITIATIVE STATUTE.
Requires minimum 20 percent reduction in rates for
good drivers from January 1, 1988, levels. Requires
companies insure any good driver in counties where
company sells automobile insurance; requires 20 percent
good driver discount. Funds automobile insurance fraud
investigations and prosecutions. Provides consumers
access to comparative automobile insurance prices.
For all property-casualty, health and disability
insurance, prohibits discrimination, price-fixing and
other unfair practices. Requires public hearing and
Insurance Commissioner approval for all but specified
insurance rate changes. Establishes Insurance Consumer
Advocate Office. Increases penalties for fraudulent
health insurance sales to seniors. Other provisions.
Summary of estimate by Legislative Analyst and Director
of Finance of fiscal impact on state and local
governments: The effect of this measure on General
Fund revenues from gross insurance premium taxes
paid by insurance companies and deposited into the
fund is unknown, since information is unavailable on
the amount of insurance premiums paid by good drivers.
Adoption of this measure would result in an initial
appropriation of $10 million from the Insurance
Fund with $8 million to the Department of Insurance
and 1~2 million to the Department of Justice for
administrative costs. Thereafter, administrative
costs for the Department of Insurance would increase
approximately $7 million annually and $2 million
annually for the Department of Justice, payable
from the Insurance Fund. Administrative costs for
the Department of Motor Vehicles will also increase
as a result of this measure by approximately $400,000
annually.
Sincerely,

~G~~
e

11444

Office of the Secretary of State

1230 J Street

March Fong Eu

Sacramento, California 95814

ELECTIONS DIVISION
(916) 445-0820
For Hearing and Speech Impaired
Only:
(800) 833-8683

February 11, 1988
TO ALL REGISTRARS OF VOTERS, OR COUNTY CLERKS, AND PROPONENT (8848)
Pursuant to Section 3513 of the Elections Code, we transmit herewith a copy of the
Title and Summary prepared by the Attorney General on a proposed Initiative Measure
entitled:
INSURANCE RATES AND REGULATION.
INITIATIVE STATUTE.
Circulating and Filing Schedule
1.

Minimum number of signatures required ••••••••••••••••••••••••••••••• 372,178
Cal. Const., Art. II, Sec. 8(b).

2.

Official Summary Date •••••••••••••••••••••••••••• Thursday, February 11, 1988
Elec. C., Sec. 3513.

3.

Petition Sections:
a.

First day Proponent can circulate Sections for
signatures ••••••••••••••••••••••••••••••••••• Thursday, February 11, 1988
Elec. C., Sec. 3513.

b.

Last day Proponent can circulate and file with
the county. All Sections are to be filed at
the same time within each
county •••••••••••••••••••••••••••••••••••••••••••• Monday, July 11, 1988+.
Elec. C., Secs. 3513, 3520(a).

c.

Last day for county to determine total number
of signatures affixed to petition and to
transmit total to the Secretary of State •••••••••• Monday, July 18, 1988

(If the Proponent files the petition with the county on a date prior to 07/11/88, the
county has five working days from the filing of the petition to determine the total
number of signatures affixed to the petition and to transmit the total to the
Secretary of State.) Elec. C., Sec. 3520(b).
*Date adjusted for official deadline which falls on Sunday.

Elec. C., Sec. 60.

+PLEASE NOTE: To the Proponent who may wish to qualify for the November 8, 1988
General Election. The law allows approximately 85 days for county election officials
to check and report petition signatures and transmit results. The law also requires
that this process be completed 131 days before the election in which the people will
vote on the initiative. It is possible that the county may not need precisely 85
days. But if you want to be sure that this initiative qualifies for the November 8,
1988 General Election, you should file this petition with the county before April 6,
1988.

INSURANCE RATES AND REGULATION.
INITIATIVE STATUTE.
Page 2
February 11, 1988

d.

Secretary of State determines whether the total
number of signatures filed with all county clerks
meets the minimum number of required signatures,
and notifies the counties •••••••••••••••••••••••••••••• Wednesday, July 27, 1988*.

e.

Last day for county to determine total number of
qualified voters who signed the petition, and to
transmit certificate with a blank copy of the
petition to the Secretary of State ••••••••••••••••••• Thursday, August 11, 1988
(If the Secretary of State notifies the county to
determine the number of qualified voters who
signed the petition on a date other than 07/18/88
the last day is not later than the fifteenth day
after the county's receipt of notification.)
Elec. C., Sec. 3520(d), (e).

f.

If the signature count is more than 409,395 or less
than 353,569, then the Secretary of State certifies
the petition has qualified or failed, and notifies
the counties. If the signature count is between
353,569 and 409,395 inclusive, then the Secretary
of State notifies the counties using the random
sampling technique to determine the validity of
all signatures ••••••••••••••••••••••••••••••••••••• Sunday, August 21, 1988.*

g.

Last day for county to determine actual number
of all qualified voters who signed the petition,
and to transmit certificate with a blank copy of
the petition to the Secretary of State •••••••••••••• Tuesday, October 04, 1988
(If the Secretary of State notifies the county to
determine the number of qualified voters who have
signed the petition on a date other than
08/11/88, the last day is not later than the
thirtieth working day after county's receipt of
notification.)
Elec. C., Sec. 3521(b), (c).

h.

Secretary of State certifies whether the petition
has been signed by the number of qualified voters
required to declare the petition sufficient ••••••••• Saturday, October 08, 1988

--Date varies based on receipt of county certification.

INSURANCE RATES AND REGULATION.
INITIATIVE STATUTE.
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4.

The Proponent of the above named measure is:
Steven Miller
9217 Alden Drive
Beverly Hills, California
(213) 387-2515

5.

90210

Important Points:
(a)

Please refer to Elections Code sections 44, 3501, 3507, 3508, 3517, and
3519 for appropriate format and type considerations in printing,
typing, and otherwise preparing your initiative petition for circulation and signatures. Please send us a copy of the petition after
you have it printed. This copy is not for our review or approval, but
to supplement our file in this matter.

(b)

Your attention is directed to the campaign disclosure requirements of
the Political Reform Act of 1974, Government Code section 81000 et seq.

(c)

When writing or calling state or county elections officials, provide
the official title of the initiative which was prepared by the Attorney
General. Use of this title will assist elections officials in
referencing the proper file.

(d)

When a petition is presented to the county elections official for
filing by someone other than the proponent, the required authorization
shall include the name or names of the persons filing the petition.

(e)

When filing the petition with the county elections official, please
provide a blank petition for elections official use.
Sincerely,

;14ttS:,/v

DE~:~EILER

Assistant to the Secretary of State
Elections and Political Reform

Attachment:

02/11/88

POLITICAL REFORM ACT OF 1974 REQUIREMENTS

JOHN K. VAN DE KAMP
Attomey General

State of California

DEPARTMENT OF JUSTICE
1515 K STREET, SUITE 511
P.o. BOX 944255
SACRAMENTO 94244-2550
(916) 445-9555

(916) 324-5475
'I .~
~

".

.~

February 11, 1988

F 1 LED

In 1be office of the Secretary of StaN'
of the Stote of California

Honorable March Fong Eu
Secretary of State
1230 J Street
Sacramento, California 95814

FEB 1 11988

Dear Mrs. Eu:
Initiative Title and Summary.
Subject: INSURANCE RATES AND REGULATION.
INITIATIVE STATUTE.
Our File No.: SA 87 RF 0053
Pursuant to the provisions of sections 3503 and 3513 of the
Elections Code, you are hereby notified that on this day we mailed
to the proponents(s) of the above identified proposed initiative
our title and summary.
Enclosed is a copy of our transmittal letter to the proponent(s), a
copy of our title and summary, a declaration of mailing thereof,
and a copy of the proposed measure.
According to information available in our records, the name(s) and
addressees) of the proponent(s) is as stated on the declaration of
mailing.
Very truly yours,
JOHN K. VAN DE KAMP
Attorney General

LINDA A. CABATIC

Deputy Attorney General
LAC:kmp
Enclosures

"

.~

.ff

~'.;6.

Date: February 11, 1988
File No. SA 87 RF 0053
The Attorney General of California has prepared the following
title and summary of the chief purposes and points of the proposed
measure:
INSURANCE RATES AND REGULATION. INITIATIVE STATUTE. Requires
minimum 20 percent reduction in rates for good drivers from
January 1, 1988, levels. Requires companies insure any good
driver in counties where company sells automobile insurance;
requires 20 percent good driver discount. Funds automobile
insurance fraud investigations and prosecutions. Provides
consumers access to comparative automobile insurance prices. For
all property-casualty, health and disability insurance, prohibits
discrimination, price-fixing and other unfair practices. Requires
public hearing and Insurance Commissioner approval for all but
specified insurance rate changes. Establishes Insurance Consumer
Advocate Office. Increases penalties for fraudulent health
insurance sales to seniors. Other provisions. Summary of
estimate by Legislative Analyst and Director of Finance of fiscal
impact on state and local governments: The effect of this measure
on General Fund revenues from gross insurance premium taxes paid by
insurance companies and deposited into the fund is unknown, since
information is unavailable on the amount of insurance premiums paid
by good drivers. Adoption of this measure would result in an
initial appropriation of $10 million from the Insurance Fund, with
$8 million to the Department of Insurance and $2 million to the
Department of Justice for administrative costs. Thereafter,
administrative costs for the Department of Insurance would increase
approximately $7 million annually and $2 million annually for the
Department of Justice, payable from the Insurance Fund.
Administrative costs for the Department of Motor Vehicles will also
increase as a result of this measure by approximately $400,000
annually.

INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TO THE VOTERS

(TYPE FACE:

l2-point Boldface)

The Attorney General of

California

has

prepared

the

following title and summary of the chief purpose and points of
the proposed measure:

Here set forth

(Note:

Attorney General.

the title and summary prepared by the

The title and summary prepared by the Attorney

General must also be printed across the top of each page of the
petition whereupon signatures are to appear.)

TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA:

(TYPE FACE:

We,

Roman boldface not smaller than 12 point)

the undersigned,

residents of
add,

qualified

voters of

california,

County (or City and County), hereby

repeal and amend certain provisions of the Business and

Professions Code, Civil Code, Financial Code, Government Code and
the Insurance Code, submit the same to voters of California for
their

adoption or

rejection at

the next succeeding general

election or at any special state wide eleccion held prior to the
general election or otherwise as provided by law.

The proposed

statutory amendments (full title and text of the measure) read as
follows:.

SECTION 1.

SHORT TITLE

This act shall be known as the "Insurance Reform and
Consumer Protection Act of 1988."

SECTION 2.

FINDINGS AND DECLARATIONS

The People of the state of California find and declare
as follows:
(a)

Californians have the right to

priced insurance and to honest,

fair

and reasonably

nondiscriminatory treatment by

insurance companies.
(b)

Good

drivers

have

been

penalized

by

the

unfair

practices of insurance companies that place stereotypes ahead of'
the individual driver's record in determining insurance premiums
and that leave good drivers unable to purchase insurance from the
company of their choice.
(c )

The cost of automobile insurance for goocI dri vers has

risen sharply.

Present rates are at least 20.percent higher than

needed for adequate rates and reasonable profit .
•

(d)

Insurance

is

essential

to the health,

safety,

and

prosperity of every Californian and to the growth of the state's
economy.
(e )
living,

The insurance crisis has jeopardized our standard of
damaged small

and large businesses,

resources from civic activities,
services,

drained precious

charitable groups,

and public

and needlessly exposed all Californians to economic

risks and uncertainties.
( f)· Current law has left California consumers unprotected
1

in their dealings with powerful insurance companies.

The result

has been excessive rates, unfair contracts, and predatory sales
practices.

Too often the victims have been the most vulnerable

members of our society.
(g)

Insurance rates are presently made by a process that is

closed to the public, lacks accountability, and leaves consumers
powerless.
(h)

The insurance industry is unjustifiably exempt from

antitrust laws.
among

Insurers are free to fix prices, divide markets
and engage in a wide range of anticompetitive

them~elves,

practices that are illegal in any other business.
(i)

The widespread failure of insurance companies to make

insurance available at reasonable prices demonstrates the need to
reform and modernize the

system of insurance regulation in

Cal'ifornia

insurance

and

to

open

markets

to

increased

the

people of

competition.
(j)

Because

California,

insurance

is

essential

to

it is necessary and proper that state government

protect its citizens from unfair insurance rates and practices.
(k)

It is

protection to

appropriate that the cost of providing this
California consumers

be borne

completely by

insurance companies and not by the general public in taxes.
(1)

Automobile insurance fraud is a major contributor to

automobile

insurance costs.

inadequate resources

to

Law enforcement

agencies have

investigate and prosecute suspected

fraudulent claims effectively.
2

SECTION 3.

PURPOSES OF ACT
The people enact this act to accomplish the following

purposes:
(a)

To promote the principle of

per~onal

responsibility, to

guarantee that automobile insurance rates primarily reflect the
record of the insured, and to establish the right of good drivers
to purchase

automobile insurance

in the open market at fair

prices.
(b)

To

provide

good

drivers

an

immediate

20

percent

rollback of automobile insurance rates.
( c)

To guarantee good dri vers

a

20 percent discount in

automobile insurance.
(d)

To open insurance markets to increased competition and

thereby to provide an abundant supply of insurance products aod
services at reasonable, stable prices, and to provide consumers
wi th

the

information necessary

to

take

advantage

of

the

competitive market.
( e)
will

To create an open,

restore accountability,

public process of ratemaking that
integrity,

and confidence in the

state's ability to protect its citizens.
(f)
promotion

To

provide

an effective

and protection of

advocate dedicated to

consumer interests

the

in order to

balance the historic do.mination of the regulatory process by the
insurance industry.
(g)

To safeguard the integrity of the regulatory process by

.preventing conflicts of interest and providing an independent,
impartiai decisionmaker.
3

(h)

To guarantee consumers the right to prompt and fair

compensation for legitimate insurance claims and to deter unfair
insurance practices •
.
( i ) To open the books of insurance companies to vigorous
public scrutiny of those aspects of their operations relevant to
the public interest.

(j)

To protect seniors from unscrupulous practices in the

sale of health care insurance.
(k)

To

prevent

unfair

discrimination

in

pricing

and

availability of insurance.
(1)
the

To provide sufficient

vigorous

investigation

resou~ces

and

to law enforcement for

prosecution

of

fraudulent

automobile insurance claims.

SECTION 4.

FAIRNESS IN AUTOMOBILE INSURANCE .

Article 6 is added to Chapter 1 of Part 3 of Division 2 of the
Insurance Code to read as follows:
Article 6
FAIRNESS IN PRIVATE PASSENGER
AUTOMOBILE INSURANCE
11629.601 Scope.

The provisions of this article shall apply

to any automobile liability pOlicy,
policy,

and automobile

co~lision

automobile physical damage

policy,

as

those

terms

are

defined in Section 660, and any combination thereof, delivered or
issued

fo~

delivery in this state insuring a single individual or

individuals residing in the same househOld,
4

as named insured,

under which the insured vehicles therein designated are of the
following types only:
(a)

A motor vehicle of the private passenger or station

wagon type that is not used as a publi"c or livery conveyance for
passengers nor rented to others;
(b)

Any other four-wheel motor vehicle with a load capacity

of 1,500 pounds or less which is not used in the occupation,
profession, or business of the insured, provided, however, that
this article shall not apply (i) to any policy issued under an
automobile assigned risk plan,
than four automobiles,

(ii) to any policy insuring more

or ( iii) to any policy covering garage

automobile sales agency, repair shop, service station, or parking
place operation hazards; or
(c)

A motorcycle.

11629.602 Definitions.

As

used

in

this

article,

the

following definitions shall apply:
(1)

"Automobile insurance rating plan" means the system of

classification by

which

the

rate

for

a

given vehicle

is

determined.
(2)

"Basic automobile insurance"" means a policy providing

motor vehicle liability insurance,
Section 16450 of the Vehicle Code,

as that term is defined in
automobile physical damage

insurance, and automobile collision insurance, or any combination
thereof.

The· commissioner may,

by regulation,

prescribe

.provisions of basic automobile insurance policies to facilitate
price-co~parison.

5

(3)

"Good driver" means any person who has held a valid

operator's

license

for

at

least

three

years

preceding

the

application for insurance and who:
(a)

Has not had more than one traffic violation point count

in the preceding three years and not had any accidents in which
he or she was principally at fault in the preceding three years;
(b)

Has

not been convicted of

( l) fraud or attempt

defraud involving an automobile insurance policy,
under

the

influence

sections 20001,

20002,

of

alcohol

20003,

or drugs,

23103,

23104,

the Vehicle Code or for offenses of

a

to

(2) driving

(3) violation of
23152,

or 23153 of

substantially similar

nature committed in California or in· another jurisdiction, or (4)
of theft of a motor vehicle; and
(c)

Whose insured vehicle substantially complies with the

requirements of Division 12 of the Vehicle Code (commencing with
Section 24000).

,l.1629.603 Righi: of Good Drivers

to Insurance.

(a)

Every

insurer shall offer basic automobile insurance on any vehicle for
which a good driver is the principal operator in any county in
which the insurer accepts applications for automobile insurance.
(b) . Every insurer shall file with the department, in such
form and using such media as the commissioner may by regulation
prescribe, its rates for basic automobile insurance.

Such rates

may vary according to classifications contained in an approved
-.automobile insurance rating plan, but the insurer must provide a
rate for· every good driver in the county.
6

11629.604 Rollback of rates.
every insurer

sha~l

(a) Effective January 2, 1989,

adjust its rates for good drivers for bodily

injury, property damage liability,

medica~

coverage such that those rates are at
the

payment, and collision

~east

20 percent less than

amount charged for the comparable risks as of January 1,

1988.
(b)
partial

Any insurer may petition the Insurance Commissioner for
or

complete

subdivision (a)

exemption

of this

from

section on a

the

provisions

s~owing,

of

by clear and

--

convincing evidence, that its overall rates for private passenger
automobile

insurance

would be

inadequate

provisions of Section 1852 of the
petition

~hal.~

pursuant

Insurance

Code.

to

the

No such

be .granted except after a public hearing complying

with the provisions of Sections 1852.4, 1852.5, 1852.6, 1852.9,
and 1852 of the Insurance Code.

11629.605 Automobile

insurance rating plans.

(a)

Every

insurer shall file with the department its automobile insurance
rating plan and every amendment thereto.

The commissioner shall

disapprove any automobile insurance rating plan inconsistent with
this article.
(b)

The commissioner shall

not

permit

the use

of

any

automobile insurance rating plan that discriminates on the basis
of race, language,.
(c)

co~or,

religion, ancestry, or

The commissioner shall

not

nationa~

permit the

use

origin.
of

any

automobiie insurance rating plan that discriminates on the basis
7

of geographic territories not justified, by clear-and-convincing
evidence, to be valid a predictor of losses.
(d)

Every automobile insurance rating plan shall,

maximum extent practicable,

provide that rates

to the

any vehicle

fo~

for which the principal operator has held an operator's license
for at least three years, shall depend on driving record.
(e)

Every

least a 20

autom~bile

percen~

insurance rating plan shall provide at

discount for every good driver, when compared

to a driver having similar characteristics but not qualifying for
the good driver rate.

1.1629.606 Right to hearing on claims of discrimination.
( a) Every person who claims to have been the victim of unfair
discr.imination in automobile insurance rates may petition the
commissioner for . a
establishes a

hearing on that claim.

If the petition

prima facia case of unfair discrimination,

the

commissioner shall conduct a hearing, to which Sections 1852.5,
1852.6, and 1852.9 shall apply.

The insurer has the burden of

proof in the hearing.
(b)

The

requirements

Commissioner

shall,

as

a

part

of

adopted pursuant to Section 1852.1,

the

filing

require the

filing of a schedule for private passenger automobile insurance,
showing:
(1)

Current and historic pure-premium losses and loss

adjustment expenses, on both a paid and an incurred basis,
by

terr~tory

. (2)

and zip code: and

The

ratio

of

those
8

losses

and

expenses

to

statewide

losses

and expenses of

the

insurer,

and the

territorial rating factor for each territory.

11629.607 Consumer assistance in shopping for automobile
insurance.

(a) The commissioner shall contract to establish a

computerized system to store and retrieve price-comparison data
on basic automobile insurance.

The system shall be available no

later than July 1, 1989.
(b)

Upon determination of feasibility by the commissioner,

which may be before or after July 1, 1989, the commissioner shall
contract for the provision of computer terminals in publicly
available locations throughout the state,

which will provide

price-comparison data to consumers on a walk-in basis. for

a

reasonable fee.
(c)

Every vehicle registration l."enewal notice shall contain

a notice of the availability of price-comparison data and a form
which the recipient may return to the Department of Insurance
requesting comparative price quotations for basic automobile
insurance

on his or her vehicle.

The

form

shall

require

sufficient information from the vehicle owner to establish the
appropriate rate for the vehicle fror.l the information filed by
each insurer pursuant to subdivision (b) of Section 11629.603.
(d)

Within

fifteen

days

of receipt of

a

request

for

comparative price quotations, the Department of Insurance shall
mail

to the requestor a

listing of relevant price-comparison

data, containing information on no less than the six lowest-cost
insurers (or fewer where less than six offer coverage for the
9

requestor) including but not limited to:
(1)

The name of each insurer:

(2)

The rate charged for basic automobile insurance by

that insurer;
(3)

The

address

and

telephone

number

where

the

requestor may apply for coverage.
The commissioner may include information on service quality and
consumer satisfaction.
(e)

The application for price comparison data shall be kept

confidential.

Upon completion of the request,

the application

shall be destroyed.
(f)

The commissioner shall establish a fee schedule for (1)

requests for price comparison data, which shall not exceed three
dollars

per

vehicle,

and

(2)

filings

made

pursuant

to

subdivision (b) of Section 11629.603.

SECTION 5.

REFORM OF THE ASSIGNED-RISK PLAN

Section 11624.2 is added to Article 4 of Chapter 1 of Part 3 of
Division 2 of the Insurance Code, to read as follows:
11624.2
by the

Any person may submit an application for coverage

plan directly to the Department of

Insurance or the

Department of Motor Vehicles, which shall immediately forward the
application

to

the

organization operating

the

plan.

The

commissioner shall require that rates charged to such applicants
shall not include any charge for commission in recognition of the
.fact that no agent is involved in the transaction.
10

SECTION 6. INVESTIGATION AND PROSECUTION OF AUTOMOBILE-INSURANCE
FRAUD

Section 12998 is added to Article 5 of Chapter 2 of Division 3 of
the Insurance Code to read:
12998.

Each insurer

shall

pay

an

annual

fee,

to be

determined by the commissioner but not to exceed 10 cents for
each automobile liability policy,
policy, automobile collision policy,

automobile physical

damage

as those terms are defined

in Section 660, and any combination thereof, delivered or issued
for delivery in this state, for the purpose of funding increased
investigation and prosecution of fraudulent automobile insurance
claims.

All moneys received by the commissioner pursuant to this

section shall be transmitted to the State Treasury to the credit
of the Automobile Insurance Fraud Investigation and Prosecution
Account of the Insurance Commissioner's Regulatory Trust Fund,
which account is hereby created.

All moneys in such account are

hereby continuously appropriated to the department and are to be
used

exclusively by

the

author:f,.zed governmental
prosecution of

fra~dulent

Bureau

agencies

of
for

Fraudulent
the

Claims

and

investigation

and

automobile insurance claims.

The commissioner shall by regulation adopt standards
for the fair and equitable distribution of grants to authorized
governmental agencies,

as defined in Section 13003,

the purposes of this section.

11

to further

SECTION 7.

PUBLIC BEARINGS

Chapter 3 of Division 3 of the Insurance Code is added to read as
follows:

Chapter 3
PUBLIC HEARINGS
Notwithstanding

13600.

any

other

provision

of

law,

whenever the Commissioner is required to hold a hearing,

the

hearing shall be conducted in accordance with the following:
( a)
nature

Reasonable notice shall be given of the purpose and
of

the

hearing

and of

the

opportunity

for

public

participation.
(b)

Any person desiring to

do

so shall

be provided a

reasonable opportunity to present his or her views,.
(c)

An administrative record shall be compiled, containing

all evidence upon which the decision is based,

all admissible

evidence offered by any party, all documents required by law to
be filed with regard to the subject of the hearing,
comments

made

by

any

person

0

Except

as

and all

provided

by

Section 1852.9, the record shall be open to examination by any
person.

13601.

Any hearing

for

the

purpose of

reviewing or

adopting a rate, rating plan, rating system, underwriting rules,
policy forms,

or classification system shall be conducted as

follows:
(a)o Any insurer whose rates, rating plan, rating system, or
12

underwriting rules are to be reviewed in the proceeding and the
Insurance Consumer Advocate shall

be deemed a

Any person may petition to

proceeding.

party to the

intervene

in

the

The petition shall be granted· except where the

proceeding.

commissioner determines that the posi t!on of the. pet! tioner is
already fully represented by another party and that intervention
by the petitioner would be unduly burdensome.

Upon the
granting
.
.

of the petition the petitioner shall be' deemed

~

party to the

proceeding.
(b)
the

Any person wishing to comment on matters relevant to

hearing

and not

desiring to

invoke

the

provisions

of

subdivision (c) of this section shall be permitted to make such
comments,

orally or

in writing,

commissioner may prescribe for the

upon

o~derly

such

terms

as

the

conduct of business,

and need not file a petition to intervene or become a party.
(c)
to

call,

exhibi ts,

Any party shall have the right to engage in discovery,
examine,

and cross-examine witnesses,

to

introduce

and to compel testimony and production of records by

subpoena in accordance with the provisions of Section 11510,
subdivisions

(b)

and

(c),

of

the

Government

Code

and

Sections 1985, 1985.1, and 1985.2 of the Code of Civil Procedure,
subj ect to the reasonable contrOl of the commissioner.
evidence shall be only on oath or affirmation.

SECTION 8.

FAIR INSURANCE RATES

.Section 1850 of the Insurance Code is repealed.
13

Oral

Section 1851 of the Xnsurance Code is amended to read as follows:
1851.

Scope.

The provisions of this chapter shall apply

to all insurance on risks or on operations in this State, except:
(a)

Reinsurance, other than joint reinsurance to the extent

stated in Article 5.
(b)

Life insurance.

(c )

Insurance of vessels or craft,

their cargoes,

marine

builders' risks, marine protection and indemnity, or other risks
commonly insured under marine,
marine,

insurance policies.

as

distinguished

from

inland

Inland marine insurance shall be

deemed to include insurance now or hereafter defined by statute,
or

by

interpretation

thereof,

or

if

not

so

defined

or

interpreted, by ruling of the Commissioner or as established by
general custom of the business, as inland marine insurance.
(d)

Title insurance.

( e)

Workers'

compensation insurance and insurance of any

liability of employers for injuries to, or death of,
arising out of,

and in the

insurance is incidental to,

course of,

employees

employment when this

and written in connection with, the

workers' compensation insurance issued to the same employer and
covers the same employer interests.
(f)

Mortgage insurance.

(g)

Insurance transacted by county mutual fire insurers or

county mutual fire reinsurers.
(h)

Cooperative corporations whose members consist solely

·of physicians and surgeons, except as set forth in Article 1 of

.

Chapter 3 (commencing with Section 1280.5) of this part.
14

Article 2 of Chapter 9 of Part 2 of Division 1 of the Insurance
Code is repealed and added to read as follows:

Article 2
MAKING AND USE OF RATES
Standards

1852.

in making and using rates.

insurer shall charge a rate that is excessive,

(a) No

inadequate,

or

unfairly discriminatory.
(b)

A rate is neither excessive nor inadequate if it gives·

the reasonably efficient insurer the opportunity to earn a net
after-tax

return

on equity comparable

to

other businesses

presenting a similar degree of risk.

1852.1.

Filings.

(a)

On or before January 2, 1989, every

insurer or rating organization shall file with the commissioner
the manual or plan of rates,

claSSifications,

rating schedule,

policy fee, rating rule, and other similar information needed to
determine the rate level then in effect for a line, subline, or
class of insurance.
(b)

Thereafter,

filings shall be made whenever rates are

changed, as follows:
(1)

Filings that change rates but are certified by the

insurer not to exceed the applicable prior approval band, as
defined in Section 1852.2, shall be filed not later than the
effective date of the change and may be used immediately,
sub:ject to

the

authority of
15

the

commissioner to order

otherwise.
(2 )

Filings that change rates beyond the applicable

prior approval band shall be filed no later than ninety days

1

before the proposed effective date and shall not be used
without the prior approval of the commissioner.
(c)

Every

filing

shall

be

accompanied

by

sufficient

supporting data to establish that the rates are not excessive,
inadequate,

or unfairly discriminatory.

The supporting data

shall include, but not be limited to, the following:
(1) Supporting actuarial data in sufficient detail to
justify any rate level changes and statistically demonstrate
the differences or corrections, or both, relevant to rating
plan definitions and rate differences.
(2 )

An exhibit comparing the proposed rates

previous rates stated in percentages.

to the

This exhibit shall

show the date the preceding rates were submitted to the
commissioner.
(3)

A statement of all underwriting rules imposed by

the insurer.
(d)

The commissioner shall adopt regulations .specifying how

multiple classes of commercial insurance shall be aggregated into
rate filings.
for

the

Aggregation shall provide sufficient information

commissioner to make

the

findings

required

in this

chapter.
(e)

For purposes of this article, a filing shall be deemed

to have been made when received by the commissioner.

If the

commissioner determines that a filing is inadequately documented,
16

the

filing

shall not be deemed to have been made until

the

commissioner receives such supplemental materials as he or she
may order.

1852.2

Prior approval bands.

(a) The applicable bands in

any l2-month period shall be:
(1)

Seven and one-half percent for personal lines.

(2)

Fifteen percent for any commercial line, sub-line,

or class.
(b) For purposes of calculating rate changes, no adjustment
to the prior approval bands may be made for any claimed subsidy
of any state-mandated program such as the assigned-risk plan.
However,

in determining whetner a

criteria, the
(c)

commis~ioner.may

filing meets the regulatory

consider such claims of subsidy.

For purposes of determining whether a rate change is

within the applicable prior approval band, the effect of the rate
change on the insurer's statewide" or territorial written premiums
shall determine the percentage rate change.

1852.3
(a)
filings,
sublines,

Decision whether to hold a hearing on the filing.

The commissioner shall publish a weekly list of all
which shall

identify the

or classes affected,

filing

insurer,

the

lines,

the percentage change in rates,

whether the insurer has certified that the filing is within the
applicable prior approval band, and other pertinent information.
The list shall be provided by mail to any person who has, in the
preceding twelve months,

requested in writing receipt of the

17

publication and paid any reasonable

fee

established by the

commissioner.
(b)

Upon receipt of

a

filing,

the commissioner shall

create a public record containing all information contained in
the filing.
(c)

Within twenty-five days from the date of publication of

the weekly

list required in subdivision

containing notice of the filing,

(a)

of this section

any person may petition the
The peti tions

commissioner to hold a hearing on the filing.

received shall become part of the public record of the filing.
Failure to file a petition shall not preclude any person from
participating in any hearing if one is ordered.

The petition

shall be granted if it meets any of the following:
(l)

If the filing

is outside the applicable prior

approval band and the petition raises non-frivolous claims
that" the rates would be excessive, inadequate, or unfairly
discriminatory.
(2)

If the

filing

is within the

applicable prior

approval band and the petition contains competent evidence
that the rates would be excessive, inadequate, or unfairly
discriminatory.
(d)

The commissioner shall, notwithstanding the absence of

a petition, hold a hearing on any filing outside the applicable
prior approval band to determine whether the rates set forth in
the filing are excessive, inadequate, or unfairly discriminatory,
'if any of the following criteria are met:
(l)

It appears that insureds covered by the
18

filing

will

be

among the

ten percent of the market paying the

highest premiums.
(2)

The filing covers two percent or more of a market.

For purposes of

this

calculation,

filings

of

affiliated

companies are deemed to have the market share of the entire
group of affiliated companies.
(e)

The commissioner may hold a hearing at any other time,

before or after the filing becomes effective, when it appears to
him or her that the rates specified in the filing are excessive,
inadequate, or unfairly discriminatory.
( f)

Wi thin ninety days of a filing outside the applicable

prior approval

band,

the

commissioner shall

issue

a

decision

either approving or disapproving a filing or ordering a hearing
on the filing.

A

decision to approve or disapprove a

filing

outside the applicable prior approval band shall be in writing
and shall contain the findings required by section 1852.4.

A

decision to hold a hearing, and a decision denying a petition for
a

hearing,

shall

be

in writing

and

shall

state

the

reasons

The commissioner shall

issue a

therefor.

Decision.

1852.4

(a)

written decision, based on the evidence of record,

approving or

disapproving,

outside

in whole

or

in part,

any

filing

the

applicable prior approval band and any filing on which a hearing
is held.
rates

are

No portion of a filing shall be approved unless its
neither

excessive,

discriminatory.
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inadequate,

nor

unfairly

(b)

In determining whether rates are excessive, inadequate,

or unfairly discriminatory, the commissioner shall make findings
on each of the following:
(1 )

The esti.mated premium volume,

administrative expenses,

losses,

acqui.si. ti.on costs,

loss-adjustment expenses,

investment returns (including long-term capital gains), and
taxes.
(2)

Historical losses per exposure and the basis for

any deviation of the

estimated future

losses

from past

experience.
(3)

The extent of competition in the line, subline, or

class of insurance in each affected terri tory, the abi"li ty
of consumers to shop competing insurers effectively, and the
extent to which competition in the line, subline, or class
of insurance can be expected to maintain fair rates.
(4)

The

relative

efficiency of

the

insurer when

compared to other insurers, including the insurer's use of
cost-control programs •
•
(5) The quali ty of service,
before

the

commissioner

based on

including but

not

all

evidence

limited to

complaints to the department.
( 6)

The

extent to which the rating

system provides

adequate incentives for insureds to minimize risks.
(7)

The

extent

to

which the

insurer

assists

its

insureds in risk reduction.
(8 )

The

fairness of any underwriting policy of the

inswrer placed in issue by any party.
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(9)

The

need

for,

and

expected

availability of,

reinsurance.
(c)

For

filings

outside

the

applicable prior

approval

bands, the burden of establishing that rates are not excessive,
inadequate, or unfairly discriminatory shall rest with the filing
insurer.

For filings within the applicable prior approval bands,

the burden of establishing that rates are excessive, inadequate,
or unfairly discriminatory shall rest with the party challenging
the rates.
( d)

The commissioner's decision may order such adj ustment

in rates as may be necessary to prevent the rates from being
excessive, inadequate, or unfairly discriminatory and may require
refund of any premiums collected pursuant to an excessive or
unfairly discriminatory rate.
(e)

Except as extended for good cause, the decision shall

issue within 90 days of the order to hold a hearing.

1852.5

Judicial

review.

( a)

Notwi thstanding

the

provisions of section 1858.6, judicial review of a commissioner's
decision pursuant to this article, or of a decision not to hold a
hearing pursuant to this article, may be had by petition for a
writ of mandate pursuant to Section 1094.5 of the Code of Civil
Procedure.
(b)
a

final

A decision of the commissioner to hold a hearing is not
administrative

decision and shall

judicial review.
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not be subject to

Any natural person,

Intervenor funding.

1852.6

or any

nonprofit organization other than a nonprofit organization whose
principal

purpose

businesses,

ma¥',

is

to

serve

if they have

the

par~icipated

conducted pursuant to this article,
reasonable

advocate's

fees,

interests

of

for-profit

in any proceeding

apply for reimbursement of

expert witness

reasonable expenses of such participation.

fees,

and other

Applications shall be

made to the commissioner for reimbursement of the expenses of
administrative proceedings and to the court for reimbursement of
the expenses of

judicial review.

Awards shall be made after

conclusion of the proceeding and shall be based on the reasonable
cost

of

the

decision.

services

and

the

party's

the

Awards shall be made only where the financial burden

of private enforcement makes the
person has made a

insurer.

award appropriate.

1;f

the

substantial contribution to the proceeding,

reimbursement shall be ordered.
the

contribution to

Reimbursement shall be paid by

If the commissioner finds

that any person has

abused the processes established by this act for personal gain or
advantage, the commissioner may bar such person from appearing in
any proceeding conducted pursuant to this article for a term not
to exceed three years.

1852.7

Exemptions.

(a) This article shall not apply to

any policy for which the annual premium exceeds $500,000.
(b)

The

commissioner may

adopt

regulations

.specified classes from the requirements of this

exempting

article.

exemption shall be granted unless the commissioner finds:
22

No

(1)

The class has exhibited relative price stability

in recent years •
. (2)

There is sufficient competition in the market, and

consumers have
freely

among

demonstrated widespread ability to
competitors,

to

support

a

finding

shop
that

competition would prevent the maintenance of excessive
rates.
(3)

The market does not have a history of excessive or

inadequate prices.
(4)

The exemption will not contribute to problems of

unavailability,
(c)

unaffordabili~y,

or reduced coverage.

No exemption shall be granted for private-passenger

automobile insurance.
(d)
their

Exemptions shall expire no more than three years after
They may

adoption.

be

renewed

by

adoption

of

an

appropriate regulation.

1852.8

Rating plans.

(a) An insurer shall adhere to a

filing unless changed by a subsequent filing.
(b)
for

The commissioner shall by regulation adopt standards

rating plans

rating plans,
expense

(including experience rating plans,

schedule

individual risk premium modification plans,

reduction

plans)

designed

to

modify

development of premiums. for individual risks.

rates

in

and
the

Such standards

shall permit recognition of expected differences

in loss or

experience characteristics, and shall be designed so such plans
are

rea$onable

and equitable

in their application,
23

are not

unfairly discriminatory, violative of public policy, or otherwise
contrary to

the public

interest.

Such standards

shall

not

prevent the development of new or innovative rating methods which
otherwise comply with this article.
filed

in

accordance

commissioner.

with

the

Such rating plans shall be

regulations

adopted

by

the

The regulation shall establish maximum debits and

credits that may result from application of a rating plan,
encourage loss control,

safety programs,

risk

shall

management,

and

require

~hall

and other methods of·
insurers

to

maintain

documentation of the basis for the debi ts or credi ts applied
under any plan.

Once it has been filed and approved, use of the

rating plan shall be mandatory and such plan shall be applied
uniformly for eligible risks in a manner that is not unfairly
discriminatory.

Trade secrets.

1852.9

Any person seeking confidential

treatment of information submitted pursuant to this article shall
so designate that information and shall state the grounds upon
which confidentiality is
treated as

sought.

Information shall not be

confidential unless the claimant proves that its

disclosure is likely to cause

sign~ficant

competitive injury and

that such harm outweighs the value of disclosure to the public.
The person seeking confidentiality shall have the burden of
making such a
shall

have

showing.

access

to

A party,
the

other than another insurer,

confidential

"appropriate protective order.
regulations providing guidelines
24

information

under

The commissioner shall

adopt

for

identifying _confidential

information.

Transitional

1852.91

For

provisions.

purposes

of

computing the applicable prior approval band, no rate in effect
prior to January 2, 1989, shall be considered.

The commissioner,

upon the motion of any person or on his or her own motion, may
review

any

January 2,

rate
1989,

change
to

made

determine

requirements of Section 1852.

between

January 1,

whether

the

rate

1988,

and

meets

the

A showing that an insurer has

increased rates between January 1,

1988,

and January 2,

1989,

more than the increase in the California consumer price index
shall be prima facia evidence that the rate charged on January 2,
1989, is excessive.

1853.

Rating

and

advisory

filings.

( a)

A licensed

rating or advisory organization may file historic loss cost data,
which any member insurer may
documentation of

its

rate

incorporate

filing.

The

in the

supporting

rating or

advisory

organization may not specify a fully developed advisory rate, may
not provide trending or specify prospective loss costs, and may
not

provide

historic

or

prospective

expenses,

profit,

or

contingencies.
(b)

The commissioner may,

after a public hearing,

exempt

from the requirements of this article for a period not beyond
December 31,
.of

less

1990, any insurer having nationwide gross premiums

than

five

million dollars

($5,000,000.00),

if

the

commissioner finds that there does not exist an available source
25

of

act~arial

services sufficient to enable such insurers to meet

the requirements of this article.

This exemption may be extended

to December 31,1991, upon a finding by the commissioner, after a
public hearing, that such capacity remains unavailable.

SECT~ON

9.

Article 9

CONSUMER ADVOCACY
is added to Chapter 6 of Part

2 of Division 3

of

Title 2 of the Government Code to read as follows:
Article 9
OFFICE OF THE INSURANCE CON$UMER ADVOCATE

12620.

There

is

hereby created in the

Department of

Justice the Office of the Insurance Consumer Advocate •

126~1.

. The Attorney General shall appoint the Insurance

Consumer Advocate,

who

shall report directly to the Attorney

General, who shall serve at the pleasure of the Attorney General.

12622.

The Office of Insurance Consumer Advocate shall

employ personnel sufficient to perform its duties.

12623.

The Insurance Consumer Advocate may intervene as a

matter of right in any judicial or administrative proceeding in
which matters relating to insurance are involved.

12624.

The Insurance Commissioner shall fully cooperate

with the Insurance Consumer Advocate in any proceeding in which
he or she appears before the commissioner and any proceeding to
26

The cooperation shall

which they are both parties.
providing

~omplete

include

access to all records in the possession of the

Department of Insurance •

12625.

. The provisions of this article are not exclusive,

and the remedies provided in this article shall be in addition to
any other remedies provided in any other law or available under
the common law.

Every

12626.

rate

filing

and

every

petition

filed

pursuant to Article 2 (commencing with Section 1852) of Chapter 9
o·f

Part 2

of

Division 1

of

the

Insurance

Code

shall

be

simultaneously served on the Insurance Consumer Advocate.

12627.

Sections 11042 and 11043 of the Government Code

shall not apply to the Department of Insurance with respect to
any proceeding to which the

Insurance Consumer Advocate

is

a

party.

SECTION 10.

PUBLXC DXSCLOSURE OF XNSURER OPERATIONS

Section 926 is added to Article 10 of Chapter 1 of Part 2 of
Division 1 of the Xnsurance Code, to read as follows:
926. At least annually,

every insurer shall file with the

department the following information:
(a)
(b)

Every form of policy, endorsement, and rider.

.

The following information for each line and subline of

insurance, and for each class designated by the commissioner, for
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each of the prior five years:
(1)

Premiums written and earned.

(2)

Losses

incurred,

paid,

and

unpaid,

including

losses incurred but not reported separately stated.
(3)

Reserves, and indication whether the reserves are

discounted to present value.
(4)
. (5)

Expenses incurred and paid •
Investment

income,

including

realized

and

unrealized capital gains.
(6)

The number and type of policies issued,

renewed,

cancelled, and not renewed, and the number of new policies.
( 7)

California and nationwide rate level information

providing the following:
(A)

The number of exposures.

(B)

The number of claims.

(C)

Commissions,

general

expenses,

taxes,

licenses and fees, and acquisition expenses.
(8)

Comparisons of the following:
(A)

Loss ratios for agents cancelled and for all

agents for the most recent year.
(B)

Loss ratios

for

insureds cancelled or not

renewed and for all insureds j:or the most recent year
of the experience period used for ratemaking.
( C)

The average deductible for

the most recent

year of the experience period used for ratemaking with
the average deductible for the most recent sample year
available.
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(9)

Schedule of commissions.

(10) Any

changes

implemented

to

reduce

or

contain

expenses •
. (11) Expenditures for
(A)

Trade association memberships.

(B)

Lobbying.

(e)

Political contributions.

Subdivision (d)(l)

of Section 6254 of

the Government Code is

amended to read:
(1) Applications filed with any state agency responsible for
the regulation or supervision of the issuance of securities or of
financial
savings

institutions,

and

including,

loan associations,

but not

industrial

limited to,

banks,

loan companies,

and

credit unions.

SECTION 11.

FAIR COMPETITION

Sections 750, 750.1, 751, 752, 754, 755, 755.7, 761, and 1643

of

the Insurance Code are repealed.

Section 16704 of the Business and Professions Code is added to
read as follows:
16704.

Notwi thstanding any other provision of law,

chapter applies to the business of insurance.
act

shall

prohibit

insurers

or

licensed

this

Nothing in this

rating

or

advisory

organizations from engaging in joint acti vi ty to pool historic
loss data.

Nothing in this

act shall prohibit insurers
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from

engaging

in

any

joint

activity

permissible

under

Chapter 9

(commencing with Section 10090) of Part 2 of Division 2 of the
Insurance

Code,

Article 4

(commencing with Section 11620)

of

Chapter 1 of Part 3 of Division 2 of the Insurance Code, or any
other joint underwriting association or organization established
by law.

Section 780 is added to Chapter 6 of Division 1 of the Financial
Code, to read as follows:
780. No bank licensed as an insurance agent or broker,
which owns or controls an insurance agency or broker,

or

nor any

director, officer, agent, employee or affiliate of any such bank,.
shall require, as a condition precedent to financing the purchase
of

real

securi ty

or

personal

of

prerequisi te

real

or

for

the

property or
personal
renewal

to

lending money upon the·

property,
of

any

or

such

as
loan

a
or

performance of any other act in connection therewith,

condition
for

the

that the

person for whom the purchase is to be financed or to whom the
mon~y

is to be loaned or for whom the extension, renewal or other

act is to be. granted or performed negotiate any insurance or
renewal thereof through a particular insurance agent or broker.
The provisions of Section 771 of the Insurance Code shall also be
applicable to this section.

Section 781 is added to Chapter 6 of Division 1 of the Financial
Code, to read:
781: (a)

The total investment by a bank, which has obtained
30

a certificate of authority to transac,t any class of insurance
business

in this

Section 680)

of

state pursuant

to

the

Code,

Insurance

Part 2
into

(commencing with
its

insurance

underwriting activities may not exceed 10 percent of the capital
stock and surplus of the bank.
(b)

A bank may make a loan or extend credit to, or purchase

or invest in securities of, or issue a guarantee, acceptance or
letter of credit, including an endorsement or standby letter of
credit,

on behalf of,

an insurer which is an affiliate of the

bank only if (1) the aggregate amount of all such transactions
between the bank and that insurer will not exceed 10 percent of
the

capital

stock

and

surplus

of

the

bank,

and

(2) the

transaction is on terms and conditions that are consistent with
safe and sound banking practices.

Each ;:;uch ,loan,. extension of

credit, guarantee, acceptance or letter of credit must be secured
at the time of the transaction by collateral having a market
value equal to at least 100 percent of the amount of the loan,
extension of credit, guarantee, acceptance or letter of credit.
(c)

As used in this section,

"affiliate" has the meaning

set forth in section 150 of the Corporations Code, and "insurer"
has the meaning set forth in Section 23 of the Insurance Code.

Section 772 of the Financial Code is repealed and reenacted, to
read as follows:
772. Notwithstanding the provisions of Section 1335,

and

subject to such regulations and rules as the superintendent may
prescribe, a bank may invest in the capital stock, obligations,
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or other securities of one or more corporations.

SECTION 12.

TRUTH AND FAIRNESS IN POLICY FORMS

Section 381.5 is added to the Insurance Code to read as follows:
The commissioner may examine policy forms used by

381.5

insurers and may prohibit the use of any form he or she finds to
be deceptive, misleading, or contrary to the public interest.

SECTION 13.

FAIR INSURANCE CLAIMS AND UNDERWRITING PRACTICES

Section 790.031 is added to Article 6.5 of Chapter 1 of Part 2 of
Division 1 of the Insurance Code to read as follows:

Any person engaged in the business of insurance in

790.031

the State of California is
and to deal fairly with,
and other persons
insurance.

requi~ed

to act in good faith toward,

current and prospective policyholders

intended to be protected by any policy of

A policyholder or a third-party may bring an action

against an insurer or licensee for violation of the provisions of
this article,

including but not

limited to subdivision (h)

of

Section 790.03.
In accordance with the Unruh Civil Rights Act,
Code section 51,

Civil

an insurer shall not arbitrarily discriminate

against individuals in the setting of insurance rates or in the
denial of insurance coverage.
The
. insurance

purpose of this

practices,

article

including

unfair

is

to

claims

regulate

practices,

providing state-court remedies, including compensatory and
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unfair
by

exemplary damages, to policyholders and claimants who are victims
of unfair insurance practices.

It is specifically intended that

these remedies be construed to regulate the business of insurance
regardless of whether the policy was purchased individually or as
a member of a group, and regardless of whether or not the policy
was purchased or provided by or through an employer, and thereby
to provide that state-law remedies are available notwithstanding
the provisions of the Employee Retirement and Income Securi ty
Act, 29 U.S.C. section 1001 et seq.
Any award of punitive damages against an insurer shall
not be passed on to policyholders directly or indirectly.

SECTION 14.

PROHIBITION OF CONFLICTS OF INTEREST

Section 12907 is added to Chapter 1 of Division 3 of Part 6 of
the Insurance Code to read as follows:
12907.

It is unlawful for any person who has served as

Insurance

Commissioner or

accept any employment with,
undertake

as

Consumer Advocate

to

to accept any compensation from,

to

representation of,

Insurance

or to hold a

interest in any insurance company,

material

financial

insurance trade association,

or licensee of the Department of Insurance for a period of twelve
months after leaving office.
SECTION 15.

RESPONSIBILITY FOR AUTOMOBILE ACCIDENTS

Section 3333.6 is added to the Civil Code to read:
3333.6

It

is

the will

of the People that persons who

wrongfully cause damages to others in the ownership or operation
of a motor vehicle should be held legally responsible for the
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full extent of the injuries they cause.

It is the intent of the

People that the provisions "of this act be construed to be in·
conflict with the provisions of any other initiative statute
passed at the same election dealing with compensation for motor
vehicle accidents.

Accordingly,

it is the will of the People

that any other provision of any other measure passed at the same
election as this act and dealing with compensation for motor
vehicle accidents,

shall be of no force or effect unless the

other measure receives a higher number of affirmative votes.

SECTZON 16.

SENZORS HEALTH-CARE ZNSURANCE PROTECTZON

"Article 6 is added to Chapter 1 of Part 2 of Division 2 of the
Znsurance Code, to read as follows:
There is in the Department of Insurance a Seniors

10198.
Bureau of

Investigation.

operated exclusively

for

The bureau shall
the

purpose

of

be organized and
administering

and

enforcing the provisions of this article and other provisions of
law relating to seniors health-care insurance policies.

The

bureau shall take all actions necessary to fully and faithfully
implement the provisions of this article,

including but not

limited to the following:
(a)

Receiving complaints from seniors.

(b)

Znvestigating

insurers,

brokers,

agents,

and

others engaged in the business of insurance.
( c)
actions

Vigorously pursuing enforcement and disciplinary
against

insurers,

brokers,

engaged in the business of insurance.
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agents,

and others

(d)
rights

Informing and educating seniors about their legal
as

consumers

of

seniors

health-care

insurance

policies.
( e)

Auditing insurers,

b~okers,

agents,

and others

engaged in the business of insurance for compliance wi th
legal requirements.

the

(f)

Evaluating policy forms and premium levels.

(g)

Recommending legislation and regulations to reduce

incidence of unfair and deceptive practices against

seniors with regard to health insurance.
The commissioner shall include within his or her annual
report

to

the

Governor

a

summary

of

the

actions

and

accomplishments under this article.

10198.01

For purposes of this article, "seniors health-care

insurance policies" includes the following types of policies sold
to seniors eligible for Medicare by reason of age:
(a)

A policy to supplement Medicare.

(b)

A dread-disease poliCY.

(c)

A hospital indemnity policy.

(d)

A major-medical or surgical policy.

(e)

Skilled

nursing

home

policies

and

long-term

custodial or home health-care policy.
(f)

10198.02

Other, similar policies.

All policyholders and prospective policyholders of

·seniors health-care insurance policies are entitled to all of the
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following:
(a)

The right to truthful and honest advertising.

(b)

The right to a fair return on their money.

(c)

The right to fair sales practices.

(d)

The right to a readable policy.

(e)

The right to shop effectively in a

competitive

market for insurance.
(f)

The right to prompt and fair claims procedures and

settlement practices.
(g)

The right to prompt redress of complaints.

(h)

The right to swift and meaningful enforcement of

the law.

10198.03
engaged

in

AI)
the

ins~rer,

business

broker,
of

recommend for sale, or sell,

agent,

insurance

and

shall

other . person
not

knowingly

an insurance pOlicy to supplement

Medicare insurance directly to a Medi-Cal beneficiary.

Upon sale

of any insurance policy to supplement Medicare, the policyholder
shall

sign and date a

eligible

for,

nor

do

statement verifying that they are not
they

receive,

Med1-Cal

benefits.

Verification shall be required on the insurance policy enrollment
or application form.

10198.04

With regard to the provisions of this article, all

insurers, brokers, agents, and others engaged in the business of
insurance owe a

policyholder or prospective policyholder of a

'seniors heal. th-care insurance policy a
36

duty of honesty,

good-

faith, and fair dealing.

This duty is in addition to any other

duty, whether express or implied, that may exist.

10198.05

(a)

No insurer,

agent,

broker,"

or other person"

engaged in the business of insurance or any other person or
entity shall develop or use a list of names, addresses, or phone
numbers compiled in a manner that has the capacity or tendency to
deceive or mislead the policyholder or potential policyholder for
the purpose of selling or otherwise transferring seniors healthcare insurance policies.
(b)

No insurer, agent, broker, or other person engaged in

the business of insurance or any other person or enti ty shall
represent

themselves

charitable

as

a

institution,

representative

thereof,

policyholder of

a

to

government
or

agency,

seniors

nonprofit

organization,

or
or

any poli.cyholder or prospecti.ve

seniors health-care insurance policy in a

manner that may have the capacity or tendency to deceive or
mislead the policyholder or prospective policyholder.

10198.06

No insurer, agent, broker, or other person engaged

in the business of

insurance

shall

cause

a

policyholder to

replace a seniors health-care insurance policy unnecessarily.

It

shall be presumed that any third, or greater, policy sold to a
policyholder in any twelve-month period is unnecessary within the
meaning of this section.

10198.07

No insurer shall payor offer to pay, and no agent
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or broker shall accept, compensation for the sale of any seniors
heal th-care

insurance

policy which varies

by more

than ten

percent of the annual premium between the initial compensation
paid or received for the first year the policy is in force and
any renewal compensation paid or received in any subsequent year.
This section applies even if renewal, compensation is not offered
or paid.

10198.08

(a)

Annually

insurers

shall

submit

to

the

commissioner their loss ratio for each policy form of seniors
health-care insurance, based on experience of all policies issued
or in force in this state during the preceding calendar year.
The submissions of each insurer shall be public documents.

The

commissioner shall provide the Legislature and the Governor with
a summary of said submissions.
(b)

After January 1, 1990, no seniors health-care insurance

policy shall be sold in this state unless the policy's outline of
coverage,

as

described

in

Section 10195,

prominently

and

conspicuously di'splays that policy's loss ratio for the insurer,
as reported to the commissioner.
(c)

Seniors health-care insurance policies shall have

a

minimum loss ratio of 65 percent for individual policies and 75
percent for group pOlicies.
(d)

It shall be an unfair insurance practice to report

incurred losses that are not supported by a good-fai th belief
that

losses

in

the

reported

amount

will

reasonable time not to exceed five years.
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be

paid wi thin

a

10198.09

(a)

As

prescribed

in

this

section,

the

commissioner shall have the authority to assess administrative
penalties against insurers,

agents,

brokers, and others engaged

in the business of insurance or any other person or entity for
violations of this article.
(b) Whenever the commissioner reasonably believes that any
insurer,. agent, broker, or other person engaged in the business
of insurance or any other person or enti ty has violated this
article, he or she shall make and serve upon the insurer, agent,
broker, or other person engaged in the business of insurance or
any other person or entity,

a· notice of hearing.

The notice

shall state the commissioner's intent to assess administrative
penal ties,

the time and place of the hearing and the conduct,

condition, or ground upon which the commissioner is holding such
hearing and proposing the assessment of penalties.

The hearing

shall be held within 30 days after such notice is served.
30 days after the conclusion of the hearing,

Within

the commissioner

shall issue an order specifying the amount of penal ties to be
paid, if any.

Penalties shall be paid into the state insurance

fund.
(c)

Any broker,

agent,

or other person engaged in the

business of insurance, other than an insurer, or any other person
or entity, who violates the provisions of this article is liable
for administrative penalties of no less than one thousand dollars
(Sl,OOO) and no more than twenty-five thousand dollars ($25,000)
for each-violation.
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(d)

Any insurer which violates the provisions. of this

article is liable for administrative penalties of no less than
ten thousand dollars

($10,000)

and no more

than one hundred

thousand dollars ($100,000) for each violation.
(e)

The powers vested in the commissioner by this section

shall be in addition to any and all other powers and remedies
vested in the commissioner by law.

Actions

10198.10
dam~ges,

for

punitive damages,

injunctive

relief,

compensatory

restitution, penalties, or any other

remedy provided in law or equity may be brought in superior court
by the Attorney General, a district attorney, or a city attorney
on behalf of the people of the state of California, or by any
person against any person violating, or threatening to violate,
this article.

The court shall award reasonable attorneys fees

for successful prosecution of such actions.

10198.11
provision of

Any
this

person who
article

is

intentionally violates
guilty

of

a

public

any

offense

punishable by imprisonment in the county jail not exceeding one
year or by imprisonment in the state prison.

10198.12

The requirements and remedies provided by this

article are in addi tion to any' other requirements and remedies
provided by law.
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SECTION 17.

REGULATION OF ATTORNEYS' FEES

Section 6146.6 of the Business and Professions Code is added, to
read as follows:
In addition to any other obligation imposed upon

6146.6

attorneys by law,

attorneys shall advise prospective clients in

writing that fees are not set by law, but are negotiable without
restriction between attorney and client.
by law.

Fees shall not be set

The existing right of clients to negotiate fees without

restriction

and to receive written fee

agreements

is hereby

ratified.
When

fees

are based on the

amount

recovered,

the

contract shall specifically state whether the calculation is
based on

recovery before

or

after

deduction of

costs

and

expenses.
The provisions of this section do not apply to any
matter for which attorneys' fees are set by statute existing on
January 1, 1988.

SECTION 18.

APPROPRIATIONS AND ASSESSMENTS

Article 8 is added to Chapter 2 of Division 3 of the Insurance
Code to read as follows:

13700.
be

funded

The moneys appropriated pursuant to this act shall
entirely by fees

assessed by the

commissioner as

follows:
(a)

The commissioner shall establish a schedule of fees for

°filings made pursuant to section 1852.1 that will produce
revenues sufficient to carry out the provisions of Sections 4, 8,
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and 9 of this act.
(b)

For each year commencing with the 1989-90 fiscal year,

the commissioner shall establish a schedule of fees for filings
made pursuant to section 10198.08 that will produce revenues
sufficient to carry out the provisions of Section 16 of this act.
(c)
fees

The commissioner shall establish a schedule of modest

for use of the consumer information program created by

Section 11629.606.
Said fees shall be deposited in the Insurance Fund.

13701.

(a)

For

fiscal. year 1988-89,

there

is hereby

appropriated from the Insurance Fund, for the purpose of carrying
out this act, the following amounts, which shall be in addition
to amounts otherwise appropriated:

(1)

To the Department of Insurance, the sum of eight

million dollars ($8,000,000.00) •.
Justice,

the

sum of

It is the will of the People that,

for

fiscal year

(2)

To

the Department of

two

million dollars ($2,000;000.00).
(b)

1989-90 and each year thereafter,

the Legislature appropriate

from the Insurance Fund an amount sufficient to fund adequately
the activities of state government specified in this act.

SECTION 19.
( a)

AMENDMENT
Except

as

provided in subdivision (b)

of

this

section, this act may be amended or repealed only by one of the
following two procedures:
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(1)

This act may be amended to further its purposes by

statute passed 1n each house by roll-call vote entered in
the journal,

two-thirds of the membership concurring,

signed by the Governor,

and

if at least twelve days prior to

passage in each house the bill is in its final form.
(2)

This act may be amended or repealed by a statute

that becomes effective when approved by the electors.
(b)

Notwithstanding the provisions of subdivision (a)

of this section, Sections 15 and 17 of this act may be amended or
repealed by statute approved by the electors after the effective
date

of

this

act

or

by

subsequent

statute

passed

by the

Legislature and signed by the Governor as otherwise provided by
law.

SECTION 20.

SEVERABILITY

If any provision of this act, or the application of any
such provision to any person or circumstances,

shall

be held

invalid, the remainder of this act, to the extent it can be given
effect,

or the

application of

such provision· to

persons or

circumstances other than those as to which it is held invalid,
shall not be affected thereby, and to this end the provisions of
this act are severable.

SECTION 21.

LIBERAL CONSTRUCTION

This act shall be liberally construed and applied to
promote its underlying purposes.
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ICAN

Insurance Consumer
Action Network

January 21, 1988

Ms. Linda Cabatic
Office of the Attorney General
1515 K Street, Suite 511
Sacramento, CA 95814
Re:

The Insurance Reform and Consumer Protection Initiative
Your File No.: 87 RF 0053

Dear Ms. Cabatic:
Enclosed please find a copy of the full text of the initiative
that embodies the amendments previously submitted to your office.
Thankyou for your assistance.
any questions.

Please contact me if there are

Very truly yours,

~
Enclosure

3580 Wilshire Boulevard, #1740/ Los Angeles, California 90010 / (213) 387-2515

. . . . 28

DECLARATION OF MAILING
The undersigned Declarant states as follows:
I am over the age of 18 years and not a proponent of
the within matter; my place of employment and business address is
1515 K Street, Suite 511, Sacramento, California 95814.
On the date shown below, I mailed a copy or copies of
the attached letter to the proponents, by placing a true copy
thereof in an envelope addressed to the proponents named below at
the addresses indicated, and by sealing and depositing said
envelope or envelopes in the United States mail at Sacramento,
California, with postage prepaid. There is delivery service by
United States mail at each of the places so addressed, or there
is regular communication by mail between the place of mailing
and each of the places so addressed.
Date of Mailing:
Subject:

February 11, 1988

INSURANCE RATES AND REGULATION.
INITIATIVE STATUTE.

Our File No.:

SA 87 RF 0053

Name of Proponent(s) and Address(es):
STEVEN MILLER
9217 Alden Drive
Beverly Hills, California

90210

I declare under penalty of perjury that the foregoing
is true and correct.
Executed at Sacramento, California, on:
February 11, 1988.

Declarant

ELECTIONS DIVISION
Office of the Secretary of State

1230 J Street

March Fong Eu

Sacramento. California 95814

(916) 445-0820

For Hearing and Speech Impaired
Only:
(800)~8683

June 3, 1988

Mr. Darryl White
Secretary of the Senate
State Capitol, Room 3045
Sacramento, California 95814
Dear Mr. White:
Pursuant to Section 3523.1 of the Elections Code as added by
SB 1412 (Chapter 642, Statutes of 1980), I am hereby transmitting
to you two (2) copies of the initiative entitled: INSURANCE RATES
AND REGULATION. INITIATIVE STATUTE. This initiative has
qualified for the November 8, 1988 General Election.
Sincerely,

~o!::1~v
MFE/l/gw
Enclosures

Office of the Secretary of State

1230 J Street

March Fong Eu

Sacramento, California 95814

ELECTIONS DIVISION
(916) 445-0820

For Hearing and Speech Impaired
Only:
(800) 833-8683

June 3, 1988

Mr. R. Brian Kidney
Office of the Chief Clerk
State Capitol, Room 3196
Sacramento, California 95814
Dear Mr. Kidney:
Pursuant to Section 3523.1 of the Elections Code as added by
SB 1412 (Chapter 642, Statutes of 1980), I am hereby transmitting
to you two (2) copies of the initiative entitled: INSURANCE RATES
AND REGULATION. INITIATIVE STATUTE. This initiative has
qualified for the November 8, 1988 General Election.
Sincerely,

~o~SN
MFE/l/gw
Enclosures

ELEcnONS DIVISION
(916) 445-0820

Office of the Secretary of State

1230 J Street

March Fong Eu

Sacramento, California 95814

For Hearing and Speech Impaired
Only:
(800) 833-8683

June 3, 1988

Mr. Steven Miller
9217 Alden Drive
Beverly Hills, California

90210

Dear Mr. Miller:
Pursuant to Elections Code § 3523, I hereby certify that on
June 3, 1988 the certificates received from the County Clerks or
Registrars of Voters by the Secretary of State established that
the Initiative Statute INSURANCE RATES AND REGULATION, has been
Signed by the requisite number of qualified electors needed to
declare the petition sufficient. The INSURANCE RATES AND
REGULATION. INITIATIVE STATUTE is, therefore, qualified for the
November 8, 1988 General Election.
Sincerely,

~~fuu
MARCH FONG
MFE/l/gw
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OSS! gives final calendar and log to
Elections Analyst.

?IV

l.qlf /(/~d)
IZjlI/IZ :tJO

8.

d,a
de)

9.

da

I~//~:~SI

6.

7.

proofs calendar and log.

Elections Analyst reviews and has
Elections Chief sign. Elections Analyst
returns signed calendar to OSS!.
OSS! makes copies of initiative calendar
for each proponent.

I~h/~:~/OSSI

attaches copy of Political Reform
Act of 1974 Requirements to proponent's
copy of initiative calendar.
prepares Mail/Freight Request Form.
OSSI hand carrys Mail/Freight Request
form and initiative calendar for each
proponent (ready for mailing) to Service'
and ~~ Initiative calendar sent on
71.
to each proponent.
ate
(This must be sent to each proponent same
day AG prepares Title and Summary).

10.

ck1 12/1/1/ :t;o

Rev. 12/15/87

OSS! advises Assistant Chief when initiative calendar is sent to proponent(s).

INITIATIVE CALENDAR CHECK LIST
Page two

11.

cft:1 I ljIl /L. .'67)

OSSI distributes copies of initiative
calendar same day AG prepares Title and
Summary to:

~ Tony
7'

Caren

=4
~:~~~ah
~ Barbara
OSSI distributes copies of initiative
calendar to:
All CC/ROV
Political Reform (3 copies)
Elections Staff
LA Office via LA Pouch J.R. Schultz (12 copies)
Initiative mailing list
Extra copies for public
distribution
Master copy

()()

13.

dtJ

11/J9I~'

14 •

4f

1t/I'I14: tJ{)

OSSI advises Assistant Chief of completion
of above distribution.
OSSI makes copies of log and distributes
as follows:
1.
2.
3.
4.
S.

15.

0/

I~ 14:~()

16.

4P

It/I'II~:IO

17.

4a

/1,111; t. :46

18.

d~ 12f'!!~:OO

19.

Rev.

I

I

12115/87

Initiative canvass binder
Vi Daniels· FTB
Archives
Oliver Cox
Initiative Clipboard

OSSI prepares folder for public
distribution.
OSSI prepares index cards for each
initiative.
OSSI staples Mail/Freight Request form to
back of INITIATIVE CHECK LIST.
OSSI returns completed INITIATIVE CHECK
LIST to Assistant Chief.
Assistant Chief returns check list to
Election Analyst.

ELECTIONS DIVISION
MAIL/FREIGHT REQUEST

~I/I/~~/~ :~

Mail Submitted to Mail Room

Dat~

Time

j7~I/J.'~~ .
'TIITer

Request mail to be sent no later than

MA~L: st
1

Class

D

Bulk

D

Book Rate

D
D

Presort

Amount:

Thi rd Clas.s

Pieces:

CHARGES:

<!/.()z
/

FREIGHT:

D
D
D
D
D

UPS
Purolator
Greyhound (Next bus out:

Yes

No

)

Air-Freight
Truck Lines

ACTIVITY:

D
D
D
D

Outreach

(Specify:

County Mailings (,'s:

------------------------------)
----------------------------)

Ballot Pamphlet
Other

~Initiative

(Specify: ________________________________________________________________ )

Calendar to Proponent(s).

Mail room sent requested mail on

d-

1/-

t

Initial~C~

Rev. 6/30/87
I.CHKLIST2-12

r
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and Supply)

NEWS RELEASE

from: Secretary of State :March Fong Eu

1230 J Street, Sacramento, CA 95814
(916) 445-6375

For Immediate Release
June 3, 1988

Contact: Caren Daniels-Meade or
Melissa Warren

FIRST AUTO INSURANCE MEASURE QUALIFIES FOR NOVEMBER BALLOT
SACRAMENTO - Secretary of State March Fong Eu announced today (June 3)
that the first of the four automobile insurance initiatives currently being verified has qualified for the November 8 general election ballot.
Proponent Steve Miller of Beverly Hills, telephone (213) 387-2515, submitted
670,636 signatures to county elections officials.

Random sample reports from 46

of the counties indicate that 466,280 signatures are valid; the

m~asure

needed

409,396 to qualify by that method (110% of the 372,178 total required).
If adopted by the voters, "Insurance Rates and Regulation" would require a
20% minimum reduction in good driver rates from those in effect on Jan. 1, 1988.
It would require companies to insure any good driver in counties where they sell

insurance and provide them a 20% good driver discount.

Further, it would pro-

vide for customer access to comparative automobile insurance prices; prohibit
discrimination, price-fixing and other unfair practices in specified cases;
require public hearing and approval of the Insurance Commissioner for most rate
changes; establish the Insurance Consumer Advocate Office; and increase penalties for fraudulent health insurance sales to seniors.

It would also provide

funds for automobile insurance fraud investigations and prosecutions.
With the addition of this measure, six initiatives have thus far qualified for
November.

They join eight bond measures placed on the ballot by the

Legislature.
###
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